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2GENERAL ACCOUNTING OFFICE
Serious internal control weaknesses contributed significantly to virtually all of 26
thrift failures from 1/1/85-9/30/87 which were reviewed by the GAO, the agency 
concluded in a recently released report. The GAO said the 26 failed thrifts 
represented over 50 percent of the Federal Savings and Loan Insurance 
Corporation's estimated losses for institutions that failed during the 21-month 
period. The GAO said that examination reports and related Bank Board data showed 
that regulators "noted numerous and sometimes blatant violations of laws and 
regulations at the 26 failed thrifts in GAO's sample. Indications of fraud or 
insider abuse existed at all these failed thrifts. In contrast, the solvent 
thrifts generally complied with laws and regulations. When violations did occur, 
they were generally less extensive and severe than those at the failed 
institutions." Copies of the report, GAO/AFMD-89-62, are available by writing 
the GAO at P.0. Box 6015, Gaithersburg, MD 20877 or by calling 202/275-6241.
SECURITIES AND EXCHANGE COMMISSION
Whether the level of involvement of the independent financial accountant with interim
financial information should be increased is the subject of a release by the SEC
Issues on which the SEC is soliciting comment include whether independent 
accountants should review interim financial data before it is filed with the SEC, 
and, if so, whether a report issued by the independent accountant upon completion 
of the review should be included by the registrant in its Form 10-Q. The SEC 
voted to issue the release at a 10/25/88 open meeting (see the 10/31/88 Wash. 
Rpt .) . The SEC said at the open meeting that the issue was being examined as a 
result of the recommendation by the National Commission on Fraudulent Financial 
Reporting that the SEC should require independent accountants to review quarterly 
financial data of all public companies on a timely basis and before the 
information is filed with the SEC. The release is expected to be published soon 
in the Federal Register. For further information after reading the release, 
contact Jack Parsons or Robert Burns at the SEC at 202/272-2130.
Registration and reporting requirements relating to employee benefit plans would be
revised and Form S-8 would be amended under a proposed rule issued by the SEC
(see the 6/20/89 Fed. Reg. , pp. 25936-57). The SEC said the proposals are 
intended to ’reduce costs to registrants by eliminating the need to prepare and 
file separate documents for Federal securities law purposes that duplicate 
information otherwise provided to plan participants, while assuring timely 
delivery of information necessary for participants to make informed investment 
decisions." Under the proposed rule, the plan information (excluding plan 
financial statements) and a statement of documents available upon request to plan 
participants, currently required to be included in the Form S-8 registration 
statement, would be required to be delivered to participants, but would not be 
included in the Form S-8 registration statement and would not be required to be 
filed with the Commission pursuant to Rule 424. Instead, the information could 
be provided in one or several documents prepared in the ordinary course of 
employee communications, giving registrants the flexibility to use material 
written by company compensation or personnel specialists to advise employees 
about their benefits. Registrants could also use material required to be 
prepared for plan participants by ERISA, provided that the information is current 
for Federal securities law purposes. To simplify the process of registering and 
reporting on plan interests, the SEC is proposing that 1) Form 11-K, the annual 
report for employee benefit plans, be amended to require only plan financial 
statements; 2) registration of an indeterminate amount of plan interests be 
permitted; and 3) the calculation of filing fees be simplified by specifically
3providing that there are no additional fees for registered plan interests. The 
Commission is also proposing that the eligibility requirements for use of Form 
S-8 be relaxed. Comments are due by 8/15/89. For further information after 
reading the proposed rule, contact Larisa Dobriansky or Elizabeth Murphy at the 
SEC at 202/272-2589.
A legislative proposal that would authorize the SEC to register one or more national
investment adviser associations to provide a self-regulatory mechanism for
investment advisers subject to Commission oversight has been sent to Congress by
the SEC. The SEC approved release of the proposal at a 6/9/89 open meeting (see 
the 6/19/89 Wash. Rpt.). In his letter transmitting the proposal to Congress, 
SEC Chairman David S. Ruder said, "The Commission believes that it is important 
to extend to clients of investment advisers the same basic protections that now 
prevail in other segments of the securities industry. Self-regulation of 
investment advisers under the Advisers Act (Investment Advisers Act of 1940) 
through the creation of one or more self-regulatory organizations would permit 
the Commission and the investment adviser industry to achieve important 
regulatory objectives, and would provide increased investor protection at 
private, rather than public, cost. Under an effective self-regulatory system, 
the Commission's role would be largely that of oversight of the activities of the 
organization." The legislation has not yet been introduced in the House and 
Senate.
TREASURY, DEPARTMENT OF
The deadline has been extended for submitting comments and requesting a hearing
regarding proposed regulations relating to the treatment of partnership
liabilities and the allocation of deductions attributable to nonrecourse debt
(see the 6/20/89 Fed. Reg., pp. 25878-79). The proposed regulations were 
published in the 12/30/88 Federal Register (see the 1/9/89 Wash. Rpt.) and 
reflect changes to the applicable tax law made by the Tax Reform Act of 1984. 
The IRS said it "anticipates issuing amendments to these regulations in the near 
future and this extension is necessary in order to allow taxpayers to comment on 
the regulations as amended." Therefore, the current 6/28/89 deadline is extended 
until a notice is published in the Federal Register providing notification of a 
deadline. For further information after reading the notice, contact Mary Munday 
at the IRS at 202/377-9470.
Deferred intercompany gain or loss resulting from the sale of a partnership interest
between members of an affiliated group filing consolidated tax returns is
restored to income by the selling member when the purchasing member claims cost
recovery deductions attributable to basis adjustments under section 743(b) of the
Internal Revenue Code. the IRS ruled in Revenue Ruling 89-85. The IRS said the 
same conclusion applies if a partnership holds installment obligations or 
property subject to amortization or depletion. Likewise, the Service said, if 
the partnership sells its appreciated assets after the sale of a partnership 
interest between members of an affiliated group, the selling member will restore 
to income the balance of the deferred gain at that time to the extent of the 
purchasing member's section 743(b) basis adjustment with respect to such assets. 
Additionally, if the purchasing member disposes of the partnership interest, the 
balance of the deferred gain is restored to income by the selling member. 
Revenue Ruling 89-85 is scheduled to be published in Internal Revenue Bulletin 
1989-27, dated 7/3/89. For further information after reading the ruling, contact 
James F. Hogan at the IRS at 202/566-3830.
4TREASURY, DEPARTMENT OF
Robert A. LeBaube, CPA, has been appointed assistant commissioner for taxpayer
services for the IRS. the IRS announced. This is a newly created position, the 
IRS said, which is responsible for planning, developing, and directing national 
programs for taxpayer assistance, including information and education, tax forms, 
and publications. Mr. LeBaube's previous position was director of the IRS' 
taxpayer service division. He has also served as chief of the taxpayer service 
division in Kansas City, as executive assistant to the assistant regional 
commissioner for data processing for the Midwest Region headquartered in Chicago, 
as assistant director of the Greensboro, NC District and the Dallas District, and 
as director of the St. Louis District. Mr. LeBaube has been a member of the 
AICPA since 1984.
For further information contact Shirley Twillman at 202/737-6600.
AICPA Washington Report
American Institute of Certified Public Accountants
1455 Pennsylvania Ave., NW, Washington, D.C. 20004-1007
FIRST CLASS MAIL
